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considered as used in the period during 
which they were added. 

(d) Nonbeverage products used to manu-
facture other products. Nonbeverage 
products may be used to manufacture 
other nonbeverage (or intermediate) 
products. However, such subsequent 
usage of a nonbeverage product shall 
not affect the time when the distilled 
spirits contained therein are consid-
ered used. When distilled spirits are 
used in the manufacture of a nonbev-
erage product, the time of use shall be 
the point at which that product first 
contains all of its prescribed ingredi-
ents, and such use shall not be deter-
mined by the time of any subsequent 
usage of that product in another prod-
uct.

§ 17.153 Recovered spirits. 

(a) Recovery from intermediate prod-
ucts. Eligible spirits recovered in the 
manufacture of intermediate products 
are not subject to drawback until such 
recovered spirits are used in the manu-
facture of a nonbeverage product. 
(However, see § 17.127 with respect to 
optional treatment of ingredients as 
unfinished nonbeverage products, rath-
er than as intermediate products.) 
Spirits recovered in the manufacture of 
intermediate products shall be reused 
only in the manufacture of inter-
mediate or nonbeverage products. 

(b) Recovery from nonbeverage prod-
ucts. Distilled spirits recovered in the 
manufacture of a nonbeverage product 
are considered as having been used in 
the manufacture of that product. If the 
spirits were eligible when so used, they 
became subject to drawback at that 
time. Upon recovery, such spirits may 
be reused in the manufacture of non-
beverage products, but shall not be re-
used for any other purpose. When re-
used, such recovered spirits are not 
again eligible for drawback and shall 
not be used in the manufacture of in-
termediate products. 

(c) Cross references. For additional 
provisions respecting the recovery of 
distilled spirits and related record-
keeping requirements, see §§ 17.168 and 
17.183.

§ 17.154 Spirits contained in inter-
mediate products. 

Spirits contained in an intermediate 
product are not subject to drawback 
until that intermediate product is used 
in the manufacture of a nonbeverage 
product.

§ 17.155 Spirits consumed in manufac-
turing intermediate products. 

Spirits consumed in the manufacture 
of an intermediate product—which are 
not contained in the intermediate 
product at the time of its use in non-
beverage products—are not subject to 
drawback. Such spirits are not consid-
ered to have been used in the manufac-
ture of nonbeverage products. However, 
see § 17.127 with respect to optional 
treatment of ingredients as unfinished 
nonbeverage products, rather than as 
intermediate products.

Subpart H—Records
§ 17.161 General. 

Each person claiming drawback on 
taxpaid distilled spirits used in the 
manufacture of nonbeverage products 
shall maintain records showing the in-
formation required in this subpart. No 
particular form is prescribed for these 
records, but the data required to be 
shown shall be clearly recorded and or-
ganized to enable appropriate ATF offi-
cers to trace each operation or trans-
action, monitor compliance with law 
and regulations, and verify the accu-
racy of each claim. Ordinary business 
records, including invoices and cost ac-
counting records, are acceptable if they 
show the required information or are 
annotated to show any such informa-
tion that is lacking. The records shall 
be kept complete and current at all 
times, and shall be retained by the 
manufacturer at the place covered by 
the special tax stamp for the period 
prescribed in § 17.170.

§ 17.162 Receipt of distilled spirits. 
(a) Distilled spirits received in tank 

cars, tank trucks, barrels, or drums. For 
distilled spirits received in tank cars, 
tank trucks, barrels, or drums, the 
manufacturer shall record, with re-
spect to each shipment received— 
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(1) The date of receipt; 
(2) The name and address of the per-

son from whom received; 
(3) The serial number or other identi-

fication mark (if any) of each tank car, 
tank truck, barrel, or drum; 

(4) The name of the producer or ware-
houseman who paid or determined the 
tax; 

(5) The effective tax rate (if other 
than the rate prescribed by 26 U.S.C. 
5001); and 

(6) The kind, quantity, and proof (or 
alcohol percentage by volume) of the 
spirits. 

(b) Distilled spirits received in bottles. 
For distilled spirits received in bottles, 
the manufacturer shall record— 

(1) The date of receipt; 
(2) The name and address of the sell-

er; 
(3) The serial number of each case, if 

the bottles are received in cases; 
(4) The name of the bottler; 
(5) The effective tax rate (if other 

than the rate prescribed by 26 U.S.C. 
5001); and 

(6) The kind, quantity, and proof (or 
alcohol percentage by volume) of the 
spirits. 

(c) Distilled spirits received by pipeline. 
For distilled spirits received by pipe-
line, the manufacturer shall record— 

(1) The date of receipt; 
(2) The name of the producer or ware-

houseman who paid or determined the 
tax; 

(3) The effective tax rate (if other 
than the rate prescribed by 26 U.S.C. 
5001); and 

(4) The kind, quantity, and proof (or 
alcohol percentage by volume) of the 
spirits. 

(d) Determination of quantity. At the 
time of receipt, each manufacturer 
shall determine (preferably by weight) 
and record the exact number of proof 
gallons of distilled spirits received. The 
amount received in bottles may be de-
termined by the required statements 
on the labels. The amount received in 
sealed drums with no evidence of leak-
age may be determined from the record 
of shipment, which is required by 
§ 19.780 of this chapter to accompany 
spirits received from a distilled spirits 
plant. If spirits are received in a tank 
car or tank truck, and the result of the 
manufacturer’s gauge of the spirits is 

within 0.2 percent of the number of 
proof gallons reported on the record of 
shipment required by § 19.780, then the 
number of proof gallons reported on 
that record may be recorded as the 
quantity received. Nevertheless, the re-
ceiving gauge shall be noted on the 
record of receipt. If, for any shipment, 
the amount recorded in the manufac-
turer’s records as the quantity received 
is greater than the amount shown as 
taxpaid on the record required by 
§ 19.780, a deduction equivalent to the 
excess shall be made from the amount 
of drawback claimed in the manufac-
turer’s claim covering that period. If 
no claim is filed for that period, then 
the deduction shall be made in the 
manufacturer’s next claim. Losses in 
transit that exceed the 0.2 percent lim-
itation provided in this paragraph shall 
be determined and noted on the record 
of receipt. Such losses shall not be re-
corded as distilled spirits received. 

(e) Receipt of imported rum, or spirits 
from Puerto Rico or the Virgin Islands. If 
spirits are received which contain at 
least 92% rum, and which originate 
from Puerto Rico or the U.S. Virgin Is-
lands, the record of receipt shall indi-
cate the place of origin. If rum is re-
ceived, the record shall indicate wheth-
er it is from Puerto Rico, from the U.S. 
Virgin Islands, imported from other 
countries, or domestic. 

(f) Shipments from distilled spirits 
plants. If spirits are received directly 
from the distilled spirits plant that 
paid or determined the tax, the manu-
facturer shall retain the record of ship-
ment required by § 19.780 of this chap-
ter. To the extent that the information 
on that record duplicates the require-
ments of this section, retention of that 
record shall satisfy those require-
ments. If there are differences between 
the information on the record of ship-
ment and the information required to 
be recorded by this section, the re-
quirements of this section may be met 
by appropriate annotations on the 
record of shipment.

§ 17.163 Evidence of taxpayment of dis-
tilled spirits. 

(a) Shipments from distilled spirits 
plants. For each shipment of taxpaid 
spirits from the bonded premises of a 
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